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Western Germany’s Foreign Trade Program 


The export program of the U.S.-British Zone of Ger- 
many established for the first year of ERP calls for ex- 
ports of $696 million. Coal and timber exports ($379 
million) will comprise more than half of the total, while 
manufactured products ($279 million) and invisible 
items ($38 million) will complete the total, which ac- 
cording to a more recent report may, however, be raised 
to $730 million. 


German exporters have expressed. doubts about the 
feasibility of this program. In 1947, exports from the 
bizonal area were valued at $222 million, of which only 
$36 million consisted of manufactured products; the pro- 
gram therefore requires an increase of exports of manu- 
factures in the first ERP year of about 700 per cent and 
a simultaneous increase in coal and timber exports from 
$161 million to $379 million, i.e., by more than 100 
per cent. 


While it is admitted by critics that the occupation au- 
thorities can enforce the planned coal and timber deliv- 
eries, it is argued that by the limitation of coal alloca- 
tions this would reduce the export capacity of German 
manufacturing industries. 


The program also provides for a substantial increase 
of imports, the target figure for the first year being fixed 
at $1,960 million. ERP funds (approximately $430 mil- 


EUROPE 


U.K. Balance of Trade 


Total. exports from the United Kingdom in June 
amounted to £138.8 million. The volume index has been 
provisionally estimated at 138 (1938=-100), compared 
with 134 and 131 in May and April, respectively. Im- 
ports in June increased to £177.1 million, largely as a 
result of exceptionally heavy deliveries of. raw cotton. 


The excess of imports (c.i.f.) over total exports (f.0.b.) - 


for the first six months of the year amounted to £251 
million; if a deduction of 10 per cent for insurance and 
freight is made from the import figure, the adverse bal- 
ance was £148.5 million whereas Economic Survey for 
1948 estimates the adverse balance at £87 million for 


the half year. The difference is largely explained by the 





lion) will cover only about one third of the import 
surplus of $1,264 million; the greater portion of the 
deficit is to be financed by additional credits from the 
occupation authorities ($700 million). The accumulated 
foreign exchange holdings of the Joint Export-Import 
Agency will also be used for import purposes; it is re- 
ported that an allocation of $100 million has already been 
made in the first quarter of 1948, 


In 1947 imports into the Bizone amounted to $689 
million, but about three fourths of the total ($559 mil- 
lion) consisted of food. The remainder included ferti- 
lizers, mineral oil, and cotton, while other raw materials 
needed by German export industries accounted for only 
$54 million. The success of the foreign trade program 
will therefore largely depend on the extent to which raw 
material imports can be expanded during the current year. 


The Joint Export-Import Agency has also recently re- 
viewed with a U.K. delegation the prospective 1948 trade 
pattern between the U.S.-British Zone and the Sterling 
Area. It is anticipated that trade between the two areas 
will balance at approximately $80 million. 


Source: Wirtschafts Zeitung, Stuttgart, Germany, June 4, 
1948; Records and Statistics, Supplement to The 
Economist, London, England, June 19, 1948. 


more rapid rate at which import prices have risen com- 
pared with export prices, for the export drive has gone 
well. The export volume index averaged 130 for the first 
six months (the target was 125) and machinery and 
vehicle exports are already very close to their year-end 
targets. The chief weakness is in textiles, which are suf- 
fering from foreign import restrictions, while the main- 
tenance of the program for coal exports depends on 
increases in production. 
Sources: The Financial Times, London, England, July 22, 
1948; The Economist, London, England, July 
24, 1948. 
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Financial Management and Investment 
Program of “Electricite de France” 

- Commenting on the financial position and develop- 
ment programs of “Electricite de France,” one of the 
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most important nationalized sectors in the French econ- 
omy, the Director-General has stated that the goal to be 
reached under the Monnet Plan is an output of 39 bil- 
lion K.W.H. in 1951. Distribution of electric power 
reached 27 billion K.W.H. in 1947 and the forecast out- 
__put for 1948 is 30 billion. In 1938, output was only 18 
billion K.W.H. so that the index of electric power 
production now ranks first in French postwar indus- 
trial recovery. The target of 39 billion K.W.H. in 1951 
represents a per capita average of roughly 1,000 K.W.H., 
double prewar but still far behind the corresponding 
figure in some European countries. Hydro-electric and 
steam generation contribute almost equally to domestic 
electricity output, though the program places emphasis 
on hydroelectric equipment (e.g., the Genissiat dam, the 
Tignes reservoir). 

Financial difficulties have hampered the realization 
of the program. “Electricite de France” showed a cur- 
rent account surplus in 1947 but this was more than 
ofiset by the deficit of the nationalized gas companies, 
so that the consolidated deficit for both organizations 
amounted to 5 billion francs, while indemnities to for- 
mer private shareholders will amount to 4 billion in 
1948. Tariffs were raised in January 1948 but the au- 
thoritative price cuts of April have again compromised 
the financial position of the enterprise. The price of 
electricity is still only 9 times more than prewar while 
the general price index has risen much more (around 
16 times). 

Equipment was financed in 1946-47 by bank loans 
(in 1947 commercial banks, 5 billion francs; Credit Na- 
tional, 14 billion; and Caisse des Marches, 14 billion 
francs) and loans from insurance companies (5 billion 
in 1946-47). The commercial banks have been reim- 
bursed from a consolidation loan. A law of January 7, 
1948 has modified the financing of investment for na- 
tionalized enterprises in 1948. Expenditures are to be 
covered by Treasury advances in counterpart of extra- 
ordinary resources (e.g., forced loan, American Aid). 
In the first six months 27 billion francs were spent and 
53 billion is the estimate to be spent in the second half- 
year. The volume of the investment program is smaller 
in 1948 than in 1947, but the rise of prices makes its 


money value greater. 


Source: Agence Economique et Financiere, Brussels, Bel- 
gium, July 12, 1948. 


Norwegian Price Level 


In the spring of this year the Norwegian cost-of- 
living index showed a continuous increase, and for May 
reached 160.6 (1938—100). An agreement between the 
trade unions and the employers provides for an adjust- 
ment of wages by 114 ore per hour if the index on 
June 15, 1948 should exceed 160.8. In May the Gov- 
ernment decided to pay additional subsidies for mar- 


garine and sugar, and:the decreases in their prices have 

been sufficient to bring the index down to 159.2 

(1938100), and thus avoid any wage increase. 

Source: Norges Handels og Sjofartstidende, Oslo, Nor- 
way, July 9, 1948. 


Norway and the Dollar Situation 


The Norwegian Foreign Exchange Council reports 
that Norway’s present dollar resources permit imports 
this year of up to $85 million from the United States 
and Canada, against an earlier program calling for dol- 
lar imports of $166 million. Even with anticipated ECA 
aid, the projected dollar imports must be substantially 
reduced; according to present estimates, they will be 
about $35 million below those of 1947. While an increas- 
ing proportion of Norwegian imports must now be paid 
for in dollars, it is becoming increasingly difficult to sell 
fish against payments in dollars, and opportunities for 
earning shipping freights in dollars have diminished. 
Price increases of dollar imports have also contributed to 
the difficult situation. 

After July 1, the situation will be further complicated 
as the greater part of Norwegian imports from Canada 
must then be paid in U.S. dollars, because from that date 
Norway can no longer draw on its Canadian credit. 


Source: Royal Norwegian Information Services, Norway 
Digest, New York, N. Y., July 13, 1948. 


Anglo-Spanish Trade and Payments Agreement 

Following negotiations initiated in Madrid on April 
26, a trade and payments agreement covering the peseta 
and sterling areas was signed on May 13, 1948. 

The trade agreement, which provides for a total turn- 
over of 3,500 million pesetas, contemplates the exporta- 
tion by Great Britain of 750,000 tons of coal, and im- 
portant quantities of cotton, petroleum products, rubber, 
jute, sisal, and other raw materials, transport and other 
heavy equipment, chemicals, electrical machinery, and 
a wide range of manufactured products. Spain will con- 
centrate on foodstuff exports, potash, iron ore, pyrites, 
cork, and colophony. 

The payments agreement extends until March 31, 1949 
the validity of the March 28, 1947 payments agreement, 
which obviated the necessity of transfering gold in excess 
of the credit limit, and replaces the lapsed Supplementary 
Monetary Agreement of June 26, 1947 for sterling con- 
vertibility. The peseta-sterling exchange rate remains 
unchanged. 

Source: Undersecretariat of External Economy and Com- 
merce, Informacion Comercial Espanola, Ma- 
drid, Spain, May 20, 1948. 


ERP Import Procedures in Italy 

According to a Decree published on July 10, 1948, all 
who plan to import into Italy goods included in the ERP 
must apply ‘to the Ministry for Foreign Trade. The Min- 
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istry will issue import permits and notify the Italian 
Exchange Office, the importer, and~ the Italian bank 
designated by him. The foreign exchange to pay for im- 
ports will be acquired from the so-called “50 per cent 
export account,” i.e., from those export proceeds which 
are sold on the free market at the rate of the day. When 
foreign exchange is made available the bank must void 
the document issued to the importer by the Italian Ex- 
change Office. 


The Italian bank must make arrangements with its own 
correspondents in the United States for payments to the 
foreign beneficiaries either by direct remittance or the 
opening of credit, provided the payees deliver copies of 
all invoices and bills of lading, and of the charter con- 
tract, if any. The vendors must certify that the contracts 
are in accordance with the rules of the U. S. Government 
and in conformity with the conditions set by the ECA, 
and that the prices appearing in the contract and in the 
invoices are those contracted for. The Italian bank must 
instruct its correspondent in the U. S. to transmit all the 
documents to the agency designated by the Italian Ex- 
change Office within five days after receiving them. 


The import of goods under ERP is permitted by the 
customs under an exception to current regulations upon 
presentation by the importer of an import permit granted 
by the Italian Exchange Office after having received from 
the Italian bank a statement that the goods to be im- 
ported have already been paid for and that the bank 
itself has already made arrangements with its correspon- 
dent in the U.S. for the payment to the foreign benefi- 
ciaries. The import permit is valid for four months. 


From this decree it appears that it is now necessary 
for an Italian importer and a foreign exporter to have al- 
ready drawn up a contract in full detail with prices and 
conditions already determined, in spite of the fact that 
several weeks have to pass before the Italian import pro- 
cedure can be completed. This obstacle is not a serious 
one for bulk commodities, like bread grains, which are 
imported only by Governmental agencies and for which 
each contract generally covers large quantities. It is, 
however, more serious for private operators, importing 
limited quantities of industrial equipment or miscellan- 
eous products for which it is difficult to conclude con- 
tracts:-and determine prices months in advance. The 
complexity of these operations may discourage small 


importers-who-are not adequately organized for such 
work, 


Source: Gazetta Ufficiale della Republica Italiana, Rome, 


Velocity of Circulation Down in Italy 


The.Bank of Italy note circulation on May 31 was 
814.5 billion lire, a reduction of 6.9 billion since the 
‘end. of April. With unimportant variations, the note cir- 
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culation has therefore changed only slightly since last 
December, when it reached 788 billion lire. 

Banking and postal deposits rose from 1,238 billion 
lire at the end of 1947 to 1,393 billion at the end of 
March, while Treasury bonds outstanding rose from 314 
billion lire at the end of 1947 to 436 billion at the end 
of April. 

Price indexes show small changes since December. 
The wholesale price index declined from 5,516 
(1938100) in December to 5,141 in the first week of 
July. The cost-of-living index also fell from 4,921 
(1938—100) in December to 4,834 in June. The down- 
ward trend in both which started last September is there- 
fore continuing, although the volume of money in cir- 
culation continues to rise slightly. 


Source: ANSA News Agency, Inc., Bulletin, New York, 
N. Y., July 12, 1948. 


Release of Yugoslav Assets in U.S. 


The dispute concerning Yugoslav gold holdings and 
other assets in the United States has now been settled by 
a formal agreement between the Governments of the U.S. 
and Yugoslavia, signed by Secretary of State Marshall 
and Dr. Obren Blagojevic, Deputy Finance Minister of 
Yugoslavia, at the U.S. State Department. The Yugo- 
slav Government agreed to pay $17 million as compen- 
sation for U.S. property nationalized in Yugoslavia and 
other U.S. claims. This amount is to be distributed among 
the claimants under procedures which the U.S. Congress 
will be requested to establish. The U.S. Government in 
return agreed to release Yugoslav assets in the U.S., in- 
cluding approximately $47 million of Yugoslav gold on 
deposit with the Federal Reserve Bank of New York. 

Another agreement, which was signed at the same 
time, provides for settlement of the lend-lease accounts 
and of pre-UNRRA aid furnished to Yugoslavia by the 
U.S. Since the bulk of the lend-lease aid, amounting to 
approximately $32 million, was used in the war, no 
charge is made for materials expended in winning the 
war. In settlement of the remainder of these claims, 
Yugoslavia agreed to pay 45 million dinars which will 
be used by the U.S. in Yugoslavia in the acquisition of 
embassy or consular property and for other local uses. 
A few small naval vessels loaned to Yugoslavia under 


lend lease will be returned to the US. 


Source: U.S. Department of State, Press Release, No. 
584, Washington, D.C., July 19, 1948. 


MIDDLE EAST 


Sudan's Foreign Trade 

Both imports and exports of the Anglo-Egyptian Sudan 
showed a marked increase in 1947 over those of 1946. 
Imports stood at $46 and $57 million in 1946 and 1947, 
respectively, and exports at $40 and $62 million. Main 
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imports were cotton piece goods and the principal ex- 

port was raw cotton. The principal customers and sup- 

pliers in both years were the United Kingdom, India, 

and Egypt. 

Source: U.S. Department of Commerce, Foreign Com- 
merce Weekly, Washington, D.C., July 17, 1948. 


Iran's Seven-Year Development Plan 


Iran’s new development plan, which provides for a 
total outlay equivalent to $656 million over a seven- 
year period, is now before the Majliss. The allocations 
for expenditure are as follows: transportation and com- 
munication, 29 per cent; agriculture, 24 per cent; in- 
dustry and mining, 19 per cent; health, education, and 
research, 16 per cent; housing and utilities, 12 per cent. 

During the early years of the plan, the main effort 
with respect to industry will be directed toward the re- 
newal, completion, and extension of existing plants. A 
new oil company will be formed to prospect in areas not 
covered by existing concessions. It is proposed to meet 
the cost of the plan from the general budget and from 
receipts from the Anglo-Iranian Oil Company, credits 


from the Bank Melli, and loans from the International 
Bank. 


Source: His Majestry’s Stationery Office, Board of Trade 
Journal, London, England, June 5, 1948; The 
Financial Times, London, England, July 1, 1948. 


Saudi Arabian Oil Royalties and Gold Prices 


The Aramco (Arabian-American Oil Company) con- 
cession provides for the payment of a royalty of 4 gold 
shillings per ton of oil to the Saudi Arabian Govern- 
ment. Since 1946, there has been some difference of 
opinion as to whether the gold clause implied (a) an 
exchange guarantee against any devaluation of sterling 
after the concession date (1933), (b) payment in actual 
British gold sovereigns (i.e., one sovereign for each five 
tons of oil), or (c) payment in dollars computed at the 
cross rate between gold and the dollar in a controlled 
market (United States or United Kingdom) or in Saudi 
Arabia. At the official rate of $35 an ounce the British 
sovereign would be equivalent to $8.32. At the free rates 
prevailing in some Middle East countries it might ex- 
ceed twice that value. 


After lengthy negotiations Aramco has finally agreed 
to pay the royalty on the basis of 1 sovereign—$12. 
This means a Saudi Arabian royalty about 50 per cent 
higher than those generally paid in other countries of 
the Middle East, and at the current rate of production 
would raise the government revenue from royalties to 
about $36 million annually. 

Source: Le Commerce du Levant, Beirut, Lebanon, 
June 26, 1948. 
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U.K.-Pakistan Sterling Balances Agreement 


Unlike the U:K. financial agreement with India which 
covers a period of three years up to June 1951, that with 
Pakistan, just announced, relates mainly to the twelve 
months ending June 1949. Over this period a sum of £5 
million will be transferred from Pakistan’s No. 2 Account 
to No. 1 Account, and an additional £5 million will be 
released to meet Pakistan’s external expenditure for 
resettlement of refugees. Any unspent balance from this 
latter sum will be available up to June 30, 1951. Of the 


‘balance at present standing in Pakistan’s No. 1 Account 


from previous releases, £2 million is to be treated as a 
working balance in addition to the £10 million pro- 
vided for this purpose earlier this year. Pakistan’s draw- 
ings upon the hard currency central .reserve will be 
limited to the equivalent of £5 million. Should this, to- 
gether with current earnings, prove insufficient, Pakistan 
may draw upon the International Monetary Fund. The 
releases of sterling for the next two years are ‘to be 
negotiated later, but in order to enable Pakistan to plan 
ahead, the U.K. has agreed that they shall not be less 
than £5 million annually. The agreement with India (see 
IFNS, Vol. I, No. 4, July 22, 1948, p. 25) covers the 
liabilities of India and Pakistan jointly in relation to 
British-owned defense stores and installations taken over 
by the prepartition Government of India. Pakistan has 
purchased a separate annuity of £8 million to cover 
pension obligations to British personnel. 


Sources: The Times, London, England, July 23, 1948; 
The Financial Times, London, England, July 
23, 1948; The Economist, London, Engiand, 
July 24, 1948. 


China-U.S. Economic Aid Agreement 


The bilateral Economic Aid Agreement between the 
United States and China, setting forth the obligations of 
both parties in accordance with the U.S.-China Aid Act 
of 1948, was signed in Nanking on July 3. 


The Agreement requires that, with the assistance of 
U.S. commodities and services, China should adopt effi- 
cient measures to improve her economic conditions and 
her commercial relations with other countries, including 
measures for improving the conditions under which for- 
eign trade is carried on by private enterprises in China. 
Such import and exchange controls as are, or may be, 
made necessary by the exigencies of China’s international 
balance of payments and foreign exchange’ resources 
available to the Government of China are.to be admin- 
istered in a uniform, fair, and equitable manner. 

For the administration of the grants the Government 
of China agrees to establish a special account in the 
Central Bank of China in the name of the Government 
and to make deposits of a commensurate amount. of 
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agreed upon between the two Governments. The bal- 
ance in the special account is to be used only for mone- 
tary and financial stabilization purposes, or to meet ex- 
penditures incident to the stimulation of productive 
activity and the development of new sources of wealth, 
supplementary expenditures for other constructive pro- 
jects, and expenditures on uncompleted relief works or 
projects. 

Source: Chinese News Service, Special Release, New 

York, N.Y., July 14, 1948. 


Hong Kong and the Sterling Area 


The Chancellor of the Exchequer has announced that 
changes in the exchange control arrangements of Hong 
Kong are imminent. Since the end of the war Hong Kong 
has been a member of the sterling area but exchange 
control arrangements have had to be operated with con- 
siderable latitude owing to the unique local conditions. 
In general, exporters have been required to remit to the 
authorities only 25 per cent of their hard currency export 
proceeds, the balance being disposed of in the free 
market. The Economist notes that Hong Kong has proved 
one of the main leaks through which capital and re- 
sources have left the sterling area. In future, the exchange 
proceeds of exports from Hong Kong, other than of 
Chinese goods sold for dollars and goods destined for 
China, will have to be surrendered to the sterling area 
pool in full. There will also be a tightening of the 
import licensing system so that imports of sterling area 
goods for re-export will be better controlled. Hong 
Kong has also introduced a control of exchange from 
sterling into Hong Kong dollars and vice versa. 


Source: The Economist, London, England, July 29, 1948. 


UNITED STATES AND CANADA 


U.S. Tariff Agreements 


On July 15, 1948 the President issued a proclamation 
putting into effect as of July 30 and 31, 1948 the tariff 
concessions of the General Agreement on Tariffs and 
Trade, entered into by the United States on October 30, 
1947 at Geneva, with Ceylon, Lebanon, Brazil, and New 
Zealand. These countries signed the Protocol of Provis- 
ional Application on June 29 and June 30, 1948. The 
proclamation stated that Burma, Pakistan, and Syria 


‘alsé signed the Protocol on June 29 and 30 and pursuant 


to the provisions of the Protocol, these three countries 
will become contracting parties to the Agreement on the 
expiration of 30 days from date of its signature. 

The application of the General Agreement by these 
countries means that 22 out of the 23 countries nego- 
tiating the General Agreement will be applying it as of 


time in which to sign the Protocol. 








37 





July 30 and 31. Chile has asked for an extension of 


In six of the seven countries named above, the event 
also marks the first entry into force of a trade agree- 
ment with the U.S. Brazil was the only one of the seven 
which already had a trade agreement with the U.S.. 
but the earlier trade agreement will be inoperative while 
both the U.S. and Brazil are contracting parties to the 
General Agreement on Tariffs and Trade. 

Source: U.S. Department of State, Press Release No. 
590, Washington, D.C., July 19, 1948. 


Final U.S.-U.K. Lend-Lease Settlement 


The Governments of the United States and the United 
Kingdom on July 12, 1948 signed an agreement for 
the settlement of lend-lease and reciprocal aid accounts 
and certain financial claims of each Government against 
the other. The agreement states that the final net amount 
to be paid by the U.K. to the U.S. in final discharge of 


‘lend-lease and reciprocal aid is $90,446,911. This amount 


replaces the estimate of $118 million used in the state- 
ments of 1945 and 1946, and is to be paid on the same 
terms as the credit provided for in the Anglo-American 
Financial Agreement. 

The earlier Agreement of March 27, 1946 had set 
forth certain mutual obligations regarding lend-lease and 
reciprocal aid articles held by the Armed Forces of the 
two countries. The new Agreement retains these obliga- 
tions with only a few modifications. It also provides for 
the acceptance by each Government of certain other 
claims and for the waiver of some claims. Some claims, 
however, such as those concerning the Reconstruction 
Finance Corporation and the Commodity Credit Corpora- 
tion, except lend-lease claims, were not covered by the 
agreement. 

Source: U.S. Department of State, Press Release, No. 
566, Washington, D.C., July 15, 1948. 


U.S. Gold Stock 


The U.S. monetary gold stock reached $23,532 million 
on June 30, 1948, an all-time high, over $732 million 
higher than the pre-1948 peak of $22,800 million at- 
tained in October 1941. The increase for the year from 
July 1, 1947 to June 30, 1948 was $2,265 million, in- 
cluding an increase of $778 million in the first’ six 
month of 1948. 

U. S. net gold imports in the first six months of 
1948 totaled $1,164 million, with the United Kingdom 
($810 million), the Union of South Africa ($200 mil- 
lion), and Belgium ($123 million) accounting for over 
97 per cent of the total. These net gold imports exceeded 
the increase in the U.S. monetary gold stock since gold 
held on earmark at the Federal Reserve Banks increased 
by $270 million during the same period. 


‘Sources: U.S. Department of Commerce, Bureau ‘of the 
Census, Monthly Statement No. 2402, . United 





States Gold and Silver Movements for January- 
June 1948, Washington, D.C.; Daily Statement 
of the United States Treasury, Washington, 
D.C., June 30; 1948. 


U.S. Labor Force and Employment at Peak 


In June 1948, the U.S. civilian labor force reached 
63,500,000, the largest on record, 3,100,000 higher than 
in May 1948, and 870,000 above June 1947. Improved 
weather conditions increased the need for agricultural 
workers in June. Virtually all of the May-June rise oc- 
curred among young persons under 25 and among wom- 
en, the groups from which seasonal workers are usually 
recruited. The total labor force, including the armed 
forces, was estimated at 64,700,000 in June, or more than 
700,000 above a year ago. 

A rise of 2,600,000 between May and June established 
a new civilian employment record of 61,300,000. Non- 
agricultural employment also reached a new all-time 
high of 51,900,000; for the first half of 1948, it averaged 
1,700,000 more than in the corresponding period of 1947. 
Agricultural employment rose by 1,500,000 between 
May and June, to a 1948 high of 9,400,000. 

Unemployment rose seasonally to a total of 2,200,000 
in June, or 400,000 higher than in May. Almost all of 
the increase occurred among boys and girls in the teen- 
age group, who had recently entered the labor market 
in a search for summer jobs. Nevertheless, unemploy- 
ment was about 400,000 lower than a year ago and only 
3.4 per cent of the civilian labor force was unemployed, 
compared with 4.1 per cent in June 1947. 

Source: U.S. Department of Commerce, Current Popu- 
lation Reports; Labor Force, Washington, D.C., 
July 9, 1948. 


Canadian Commission on Cost of Living 


On July 8, the Canadian Prime Minister announced 
the appointment of a Royal Commission to investigate 
the high cost of living. Three Commissioners, headed 
by Professor C. A. Curtis, will continue the investiga- 
tion begun last February by the House of Commons 
Special Committee on Prices. Such a commission was 
recommended in the Report of that Committee (IFNS, 
Volume I,.No..2, July 8, 1948, p. 15). The Prime Min- 
ister’s announcement stated that the Commission would 
inquire into “price increases, factors leading. to price 
and cost increases and increased profit margins.” It 
has been directed “to pay particular regard to com- 
modities and services in common daily use.” It may 
submit interim reports and, in any event, is to present 
a report not later than the opening of the next ‘session 
of Parliament. 


.The. official cost of living index has risen 53 per cent 
since August ], 1939. On June 1, 1948 it stood at 154.3 
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(1935-39100), compared with 153.3 on May 1, 1948 
and 134.9 on June 2, 1947. 


Sources: Canada, Dominion Bureau of Statistics, Price 
Movements, June 1948 (Preliminary), Ottawa, 
Canada; The Globe and Mail, Toronto, Can- 
ada, July 9, 1948. 


Canadian Government Surplus 


During the first quarter of the fiscal year beginning 
April 1, 1948, the Canadian Government’s receipts to- 
taled $701 million and expenditures $369 million. The 
surplus exceeded by 15 per cent the first quarter sur- 
plus of $289 million in the previous fiscal year. 

Compared with the same period of the previous fiscal 
year, the increased surplus results mainly from a drop 
in the cost of demobilization and reconversion. Total 
revenue for the first quarter was $20 million below the 
corresponding period for fiscal 1947-48 with customs 
import duties down $26 million. Special and capital 
expenditures went down by $3 million, ordinary ex- 
penditures by $12 million, and demobilization and _re- 
conversion expenditures by $48 million. 

Not included in expenditures for the quarter begin- 
ning April 1, 1948 are loans, advances, and investments 
to a net amount of $68 million. This compares with 
$109 million in the corresponding period of the previous 
fiscal year. Drawings on Canadian loans to the United 
Kingdom and other governments totaled $65 million, 
April to June 1948; $36 million was drawn by France, 
$14 million by the Netherlands, $7 million by the United 
Kingdom, and $4.4 million by China. 

Source: The King’s Printer, The Canada Gazette, Ot- 
tawa, Canada, July 17, 1948. 


Canadian Aircraft for Britain 


On July 21, the Government of the United Kingdom 
announced that British Overseas Airways Corporation 
had ordered 22 Canadian four-engine, 40-passenger 
“North Star” aircraft. The dollar value of the order 
is expected to total roughly $14 million. There is, how- 
ever, a considerable sterling content in the over-all cost 
as the airplanes are powered by British-made Rolls 
Royce engines. 

In commenting upon the purchase, Canada’s Minister 
of Trade and Commerce noted that Britain’s shortage 
of Canadian dollars had made it difficult for her to buy 
the aircraft. This difficulty was overcome by an ar- 
rangement permitting the deferment of repayments on 
the $331 million balance of the 1942 interest-free loan 
from Canada. Proceeds from the sale or redemption 
of Canadian securities held in the United Kingdom, 
which have been applied toward repayment of that loan, 
will. be ‘used to purchase the 22 planes. The Minister 
also noted, however, that “the remaining securities avail- 
able for sale or redemption in the United Kingdom ‘are 
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ample to ensure ultimate. repayment of the loan in full.” 

Sources: The Globe and Mail, Toronto, Canada, July 22 
and 23, 1948; Canada, Department of External 
Affairs, Canadian Weekly Bulletin, Ottawa, 
Canada, July 23, 1948; The Financial Post, 
Toronto, Canada, July “4, 1948. 


Newfoundland Votes to Join Canada 


On July 22, 85 per cent of Newfoundland’s eligible 
voters went to the polls to decide between responsible 
government or entry into confederation with Canada. 
With the count almost complete, 51.8 per cent of the 
votes were for confederation and 48.2 per cent for 
responsible government. 


Although there appears to be some question as to 
whether or not the second referendum will be consid- 
ered decisive, it has been reported that Newfoundland’s 
present Commission Government will recommend to 
Canada that she accept Newfoundland into the Domin- 
ion. Under the terms of the Canadian offer, published 
in November 1947, Newfoundland would receive (a) 
an annual payment of $6.8 million in lieu of income and 
corporation tax fields vacated, and (b) a 12-year transi- 
tional grant amounting to $3.5 million in the first three 
years and subsequently decreasing by $350,000 a year. 
Further, Canada would take over $63 million of New- 
foundland’s $73 million sterling public debt. Railway 
and shipping facilities, Gander Airport, the broadcast- 
ing system, and other government property would be 
taken over and operated by Canada. Eight years after 
union, the financial position of Newfoundland would 
be reappraised by a Royal Commission. The benefit 
of the low Maritime Province freight rates would be 
extended to Newfoundland’s products. Canada would 
assume responsibility for the defense of Newfoundland. 
Sources: The Globe and Mail, Toronto, Canada, No- 

vember 7, 1947, July 23 and 24, 1948; Win- 
nipeg Free Press, Winnipeg, Canada, July 24, 
1948. 


LATIN AMERICA 


Business Conditions in Costa Rica 


It is too early to judge the effect in Costa Rica of 
the 10 per cent capital tax levied on all private net cap- 
ital holdings of 50,000 colones and over, or of the 


decree nationalizing the private banks (see IFNS, Vol. I, 


No. 1, July 1, 1948, p. 8). As of June 23 there were 
no signs of panic and bank withdrawals had not been 
unusually large. Business in general was operating nor- 
mally. However, firms belonging to members of the 
overthrown regime are reported to have been reluctant 


to order new stocks and have been slow in obtaining 
the release of goods ordered and which are in the customs 
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warehouses. No reports have been received of the bank- 
ruptcy or closure of any of these businesses. 

The Exchange Control Board allocated $5 million for 
June, and it is believed that the backlog of applications 
was being rapidly reduced. The number of new appli- 
cations for dollar exchange received by the Exchange 
Control Board since the end of the revolution is rela- 
tively small in comparison with the average number of 
applications received during a similar period prior to 
the revolution. 

Free exchange quotations dropped off rather sharply 
during the period May 21-28, from a buying rate of 
6.20 colones per dollar and a selling rate of 6.30 colones, 
to 5.90 colones and 6.05 colones, respectively. The 
maiket rose slightly in early June, but on June 21 
the buying rate was 6 colones, and the selling rate 6.10 
colones. Activity in the free and black markets was 
generally very slow from May 23 to June 23. 

The general wholesale price index (1936—100) of 
the National Bank of Costa Rica declined slightly from 
242.98 in April to 242.46 in May. The consumer price 
index (1936100) dropped during the same period 
from 227.36 to 225.73. The Government gave notice 
on several occasions of its intention to reduce prices 
on the basic food items of the country, and as a first 
step announced that import duties and other taxes on 
flour would be abolished. It is believed that sugar 
prices also will be lowered soon in view of a surplus of 
100,000 quintals which the Government owns. The 
agricultural section of the National Bank is going to 
purchase 50,000 quintals of rice, because of a shortage 
in domestic production, and this rice is to be sold 
through the Bank’s warehouses at fixed minimum prices. 
Cacao prices have risen recently from 30-32 colones 
per quintal to 40 colones. Cacao has again. become 
an important export from Costa Rica as a result of a 
nearly 500 per cent increase in prices during the past 
year. 

Source: U.S. Department of Commerce, Foreign Com- 
merce Weekly, Washington, D.C., July 10, 1948. 


Mexican Exchange Rate 


On July 21 the Mexican Government announced that 
the Bank of Mexico would discontinue foreign exchange 
transactions for a short time until a new lower parity 
had been fixed, and that negotiations with the Inter- 
national Monetary Fund for this’ purpose were in prog- 
ress. The reason was stated to be the loss of reserves 
which the Bank of Mexico had suffered during recent 
months. The stated purposes of devaluation are to in- 
crease production, diminish imports, and stimulate 
exports. 

The Mexican Government decided to allow the peso 
to fluctuate in the free market and thus help in the 
establishment of the new par value. Latest quotations 
for the Mexican peso both in New York and in Mexico 
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appear to be around 15.38 U.S. cents per peso (the 
former parity being 20.58). The total value of trans- 
actions taking place at this rate, however, is said to 
be small. 

The Mexican Government has announced that it will 
not establish exchange control, but will continue its 
policy of freedom of exchange. 

Sources: La Presna, New York, N. Y., July 23, 1948; 
The Journal of Commerce, New York, N.Y., 
July 23, 1948; The Wall Street Journal, New 
York, N.Y., July 23, 24, and 27, 1948. 


Economic Situation in Venezuela 


At the end of May 1948 Venezuela’s gross official 
gold and foreign exchange holdings totaled $281 mil- 
lion, compared with $255 million on December 31, 1947, 
in the period January-May 1948 there was a favorable 
balance of $34.3 million in Venezuela’s official foreign 
exchange transactions, purchases and sales of exchange 
amounting to $253.4 million and $219.1 million, re- 
spectively. If this trend persists for the rest of the 
year, 1948 will be the eighth consecutive year to show 
a favorable balance in exchange transactions. 

This movement is reflected in the continued growth 
of the money supply which at the end of May totaled 
1,153 million bolivares (3.35 bolivares per dollar is 
the par value), an increase of 47 million bolivares 
since the end of 1947. 

Monetary expansion continues to be accompanied by 
rising prices. The wholesale price index in Caracas 
(1938100) register d a high of 180.4 in May 1948, 
compared with 180.1 in April and 165.9 in December 
1947. Stock prices also attained record levels in May 
1948, showing an increase of 109 per cent over 1938. 
Cost-of-living figures are not available later than No- 
vember 1947, when the Caracas index stood at 185 
(1937100). 

Production of petroleum is at a peak. During the 
first four months of 1948 crude petroleum production 
amounted to 25.0 million cubic meters, compared with 
22.1 million in the corresponding period of 1947. Ex- 
ports of crude petroleum in January-April 1948 totaled 
23.0 million cubic meters, an increase of about 13 per 
cent over shipments in the same period of the preceding 
year. 

Source: Boletin Interno del Banco Central de Venezuela, 
Caracas, Venezuela, June 1948. 


U.K.-Peru Financial Relations 


Throughout the war, trade between the United King- 
dom and Peru was conducted in sterling, but in 1947, 
as part of the preparations for sterling convertibility, 
Peru’ was classed as an American Account country. 
After the suspension of convertibility Peru’s shortage 
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of dollars on the one hand and Britain’s unwillingness 
to incur a trade deficit with Peru on the other—since 
this would involve payment of dollars—proved to be a 
restrictive influence on trade. Last year Britain’s total 
imports from Peru amounted to only £4.1 million while 
exports were £2.3 million. It has now been agreed that 
Peru will leave the American Account group and will, 
from August 1, finance its trade with sterling area 
countries in sterling. The acceptance by Peru of sterling 
from countries outside the sterling area as well as the 
use by Peru of sterling for payments in other countries 
will be by agreement between the two Governments for 
each transaction. 


Sources: The Financial Times, London, England, July 
22, 1948; The Economist, London, England, 
July 24, 1948. 


Gold Coinage in Brazil 


Brazil is expected to begin minting gold coins again 
for the first time in 26 years. The first issue is planned 
to be about 250,000 cruzeires, including 100, 200, 500, 
and 1000 cruzeiro coins. The idea behind the plan is 
said to be to stop too much concentration of paper 
money in private hands. It is also expected that the 
issuance of gold coins, exchangeable at face value, 
would give continuing confidence in Brazil’s monetary 
stability, despite grave inflationary problems. 


Source: Brazilian Government Trade Bureau, Brazilian 


Bulletin, New York, N.Y., July 15, 1948. 


Appointment of IMF Governor for Panama 


Mr. Octavio Vallarino, Ambassador for Panama in 
Washington, has been appointed by his Government as 
Governor of the International Monetary Fund. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on materi- 
al published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations prevent a complete or ex- 
haustive presentation of al! relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund and which 
may not have been covered widely in the press 
throughout the world. ’ 
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